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Mr. Ecron, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S8. 2236] 


The Senate Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 2236) to extend certain 10-year oil and gas leases, 
having considered the same, report favorably thereon with an amend- 
ment in the nature of a substitute, and with the recommendation that 
the bill, as amended, do pass. 

Drilling was commenced on certain 10-year oil and gas leases prior to 
the expiration of such leases in the belief, affirmed at the tume by 
officials in the field offices of the Department of the Interior to whom 
inquiry was made, that the lease period could be extended under pro- 
visions of existing law. However, the Department of the Interior 
recently rendered a decision contrary to the interpretation of the law 
previously given to holders of the subject leases by such field officials 
of the Department of the Interior. The Department now holds that 
the subject leases were not entitled to extensions. 

Since these leases, which were granted on a noncompetitive basis in 
exchange for prospecting permits, have expired and the lands covered 
therein are within a known geologic structure of a producing oil or gas 
field the only means by which such lands may be leased under existing 
law is by competitive bidding. Under such procedure those who 
drilled wells on these lands would have to compete with other bidders 
and stand to lose the considerable investments they made in the 
development of such lands. 

This bill is designed and intended to discharge in full the moral 
obligation of the Federal Government to reinstate and extend oil and 

as leases entitled to such treatment. Only four leases are known to 
e affected by the bill. The bill has been amended to conform to the 
recommendations of the Interior Department to require the holder 
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of the lease to undertake the obligations of the lease, including the 
payment of rentals due, for the period prior to the effective date of 
the proposed act. 

In view of the circumstances cited above, the Department of the 
Interior is in accord with the intent and purpose of S. 2236 and has 
no objection to the bill as amended. 

a appropriation of Federal funds is authorized or required by this 
) 


The favorable reports of the Department of the Interior and the 
Bureau of the Budget to the chairman of the Senate Committee on 
Interior and Insular Affairs are hereinbelow set forth in full and made 
a part of this report. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 15, 1952. 
Hon. Joseru C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Senator O’Manonry: This is in reply to the request of your com- 
mittee for a report on 8. 2236, a bill to extend certain 10-year oil and gas leases, 

I have no objection to the enactment of this bill if it is amended as recommended 
in this report. 
+ S. 2236 would extend certain 10-year oil and gas leases on public lands for a 
period of 2 years from the date of enactment of the bill or from the date of the 
expiration of the lease, whichever is later, and so long thereafter as oil and gas are 
produced in paying quantities. An extension would be granted under S. 2236, 
whether or not the 10-year lease has already expired, if drilling operations were 
being diligently prosecuted on the expiration date of the lease. 

The leases affected by 8. 2236 were issued under sections 13 and 17 of the act of 
February 25, 1920 (41 Stat. 473), as amended by the act of August 21, 1935 (49 
Stat. 674), prior to the enactment of the act of August 8, 1946 (60 Stat. 950; 30 
U.S. C., 1946 ed., see. 181, et seq.), in exchange for prospecting permits issued 
under the act of February 25, 1920. Under the 1935 act, leases were issued for 
a 10-year period if the lands were within the known geologic structure of a pro- 
ducing oil or gas field. 

S. 2236 is intended, apparently, to make the same provision for extension of 
these leases issued under the 1935 act as now applies to noncompetitive leases 
subject to the 1946 act covering lands within the known geologic structure of a 
producing oil or gas field. This Department held in a recent decision that the 
extension provision in the last sentence of paragraph 3 of section 17 of the 1920 
act, as amended by the 1946 act, is applicable only to the 5-year noncompetitive 
leases subject to the 1946 act, and is not applicable to the 10-year exchange leases 
issued under the 1935 act. Rudolph J. Roseth, A-26116, Great Falls 051864, 
February 21, 1951. 

It appears that some lessees were ted to believe that this extension provision 
in the 1946 act authorized extensions of the 1935 act 10-year exchange leases. 
I understand there have been some hardship cases in which expensive drilling 
operations were undertaken toward the end of the 10-year lease period. These 
lessees should obtain the relief this bill would provide. 

Since the leases involved expired at some time prior to the introduction of 
S. 2236, however, it is certainly essential that the bill be amended to require the 
holder of the lease to undertake the obligations of the lease, including the payment 
of rentals due, for such period. 

To take care of the suggestions for revision made in this report, I recommend 
that S. 2236 be amended as follows: 

(1) Strike out the words ‘‘are or’’ in line 10 on page 1. 

(2) Strike out the words “‘is hereby extended for’’ in line 11, page 1, and the 
rest of the sentence at the top of page 2, lines 1 to 4, and substitute the following 
language: 

“prior to the effective date of this Act, is hereby reinstated effective from the 
expiration date of the lease and shall continue in effect for a period of two years 
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after the effective date of this Act and so long thereafter as oil or gas is produced 
in paying quantities, if, within 90 days after the enactment of this Act, payment 
is made, under the terms of such lease as reinstated and extended, of any sums 
due the United States for prior years.” 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupGeEt, 
Washington, D. C., May 18, 1952. 
Hon. Josery C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 


Mr. Dear Mr. CuarrMan: Reference is made to your request of October 10, 
ioe for the views of this Office on 8. 2236, to extend certain 10-year oil and gas 
eases. 

The leases involved apparently were issued under sections 13 and 17 of the act 
of February 25, 1920 (41 Stat. 473), as amended by the act of August 21, 1935 
(49 Stat. 674), prior to the passage of the act of August 8, 1946 (60 Stat. 950), 
in exchange for prospecting permits issued pursuant to the 1920 act. Through 
operation of the 1935 act leases were issued for a 10-year period if the lands were 
within the known geologic structure of a producing oil or gas field. 

In a decision of the Department of the Interior it has been held that the exten- 
sion provision in the last sentence of the third paragraph of section 17 of the 1920 
act, as amended by the 1946 act, was applicable only to 5-year noncompetitive 
leases subject to the 1946 act, and not to the 10-year exchange leases issued under 
the 1935 act. The subject bill is designed to relieve hardship cases which have 
developed as a result of misunderstanding on the part of certain lessees. 

The Department of the Interior, in a proposed report to your committee on this 
bill, suggests amendments of a perfecting nature. 


If the bill is amended as suggested by the Department, its enactment is recom- 
mended. 


Sincerely yours, 
Eimer B. Sraats, 
Assistant Director. 
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